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ABSTRACT 


Despite the apparent development and spread of liberal democratic state forms in the 1980s and 
1990s, possibilities for genuine democratic governance overall are declining. Firstly, the emergence and 
consolidation of modern liberal democracy was inextricably intertwined with the development of the nation- 
state and is profoundly socially embedded in that structural context. Secondly, in today's globalizing world, 
cross-cutting and overlapping governance structures and processes increasingly take private, oligarchic (and 
mixed public/private) forms; hegemonic neoliberal norms are delegitimizing state-based governance in 
general; and democratic states are losing the policy capacity necessary for transforming democratically 
generated inputs into authoritative outputs. Consequently, robust constraints limit the potential for (a) 
reinstitutionalizing the 'democratic chain' between accountability and effectiveness, (b) rearticulating the 
multitasking character of authoritative institutions and (c) renewing the capacity of authoritative agents to 
make the side-payments and to undertake the monitoring necessary to control free-riding and assimilate 
alienated groups. Rather than a new pluralistic global civil society, globalization is more likely to lead to a 
growth in inequalities, a fragmentation of effective governance structures and the multiplication of quasi- 
fiefdoms reminiscent of the Middle Ages. 


GLOBALIZATION AND THE EROSION OF DEMOCRACY 


The aim of this article is to set out the basic outline of an argument which is often heard but rarely 
elaborated—that despite the apparent development and spread of liberal democratic state forms in the world 
in the 1980s and 1990s, the possibilities for genuine and effective democratic governance are actually 
declining. The reasons, I will suggest, are all too simple. In the first place, liberal democracy as we know it did 
not become a major mode of governance in the modern world because of some abstract progression of ideas 
about the best way to achieve a better society or polity. On the contrary, its origins and dynamics sprang from 
the process of consolidating the nation-state (and, indirectly, the states system)—i.e., from the perceived 
necessities of stabilizing and controlling the complex manifest and latent conflicts inherent in the modern 
world order. 

Secondly, the scope and role of the nation-state itself, although not withering away per se, are 
continually evolving in a world of uneven globalization and internationalization; as the result of this process, 
several key features of national, liberal democracy as we know it are being eroded. Chiefamong these features 
are the public accountability, responsiveness and policy capacity of democratic governance processes in 
general—and indeed, their very legitimacy—both at the level of the nation-state and in the external and 
transnational environment. Globalization is leading to a world in which cross-cutting and overlapping 
governance structures and processes increasingly take private, oligarchic forms; where hegemonic neoliberal 
norms of economic freedom and personal autonomy are delegitimizing both democratic governance in general 
and the credibility of those who try to make democracy work; and in which democratic states are losing the 
policy autonomy and capacity necessary for transforming what the people want into concrete outputs. The 
result is the emergence of a range of often ad hoc public and private governance structures undermining the 
democratic state from both above and below, leading at best to a durable disorder of overlapping and 
competing institutions. This uneven multilayering of authority will increasingly go hand in hand with a 
fragmentation of identities, the alienation of a growing number of individuals and groups from democratic 


political processes and the erosion of the idea of the public interest. 


I. On Democracy and Globalization 

Of course, both democracy and globalization are deeply contested concepts—this is what makes them 
perennial topics of theoretical as well as empirical analysis and debate—and this discussion cannot but 
scratch the surface. Democracy has several theoretical fault lines, but I will point to two levels of analysis or 
sets of questions in particular (although the two are, as usual, inextricably intertwined).! The first concerns 
the concept of rule by the people’ (the etymological meaning of the word democracy) per se. What or who are 
‘the people’? Is there some holistic or collective conception of what constitutes the 'people'—and of what they 
might want to be done, their 'general will’, to use Rousseau's phrase—which can be somehow discerned and 
put into practice? Or does it mean that people must be conceived of only as atomistic fragments, as individuals 
or groups whose sole common interest at societal level might be in establishing and maintaining a minimal 
stable anarchy which maximizes their freedom or autonomy? And what institutional form might (can? 
should?) a democratic superstructure take in pursuing what the people want, whether holistic or fragmented, 
centralized or decentralized? 

The second concerns the nature of the functions—In the weak sense of the tasks, roles and activities— 
pursued or undertaken at the level of the state or government. In other words, what should the state 
institutional superstructure in general, and state actors in particular, be required and/or empowered to do to 
create and maintain appropriate conditions for democratic input (finding out and acting upon what the people 
want) and, even more controversially, in order to generate democratic outputs? The range of tasks which 
might potentially be seen as 'necessary and proper' (in the words of the Constitution of the United States) is 
potentially vast, from a minimal rule of law to maintain the sort of quasi-anarchy mentioned earlier, to the 
capacity to pursue a revolutionary restructuring of society. In addition to different normative perspectives, 
this issue also involves conflicting empirical/theoretical notions of what in fact can efficiently or effectively 
done by state institutions before their authority becomes counterproductive (authoritarian and/or entropic). 

I will assert that with regard to both of these sets of questions, a range of assumptions have emerged 
over the past two centuries as to the parameters of their solution, assumptions which are increasingly 
obsolete in the era of globalization. In other words, these assumptions effectively crystallized over time in 
path-dependent fashion—in and through the nation-state development process—and have become so deeply 
and uniquely embedded in that process that they are virtually irrelevant to the era of globalization. Although 


the basic tenets of democratic theory have often been treated as if they were in principle applicable to any sort 


of political structure, history shows us otherwise. Possibilities for direct or indirect participation, popular 
sovereignty, sense of common purpose, freedom, equality and the like have faced quite different sets of real- 
world opportunities and constraints depending on whether they were applied in small groups, city-states, 
feudal societies, empires, nation-states, international (inter-state) institutions or whatever. 

On the one hand, of course, there is the traditional range of questions about the differences between 
large and small units as expressed by, for example, Madison in The Federalist or Rousseau in The Social 
Contract. More important, however, is the issue of endogenous structure and its link with exogenous 
autonomy—the problematic (a) of structuring the (‘domestic’) arena of collective action and decision-making, 
on the one hand, and (b) the potential for the decisions arrived at within that arena to constitute credible 
commitments both internally and externally, on the other. Although a range of experiments with federalism 
and the separation of powers have been at the centre of modern democracy, such practices have their limits; 
in the last analysis, some form of central (holistic, centripetal—if not centralized) sovereign authority of a 
bounded territorial kind has been seen as necessary for the democratic resolution of deep-seated conflicts 
among competing interests and values. For the American Founding Fathers, for example—to whom a balance 
of (divided) powers was seen as essential—this was the lesson of the failure of the Articles of Confederation, 
leading to the adoption of a centripetal federal constitution. In other words, whatever the geographical or 
territorial boundaries of the democratic state, some minimal overall level of endogenous structural coherence 
and exogenous structural autonomy was seen to be required for its general stability and effectiveness. That 
coherence, in the modern world, has been embodied in the territorial sovereignty of the nation-state. 

Thus what we instinctively think of in the modern world as 'democracy' in practice is largely a 
dependent variable, and the conditions of its empirical pursuit and quasi-realization have derived from and 
been profoundly shaped by the development of the nation-state as an exogenous independent variable 
(although we must not forget that all systems labelled ‘democratic’ have been intensely criticized and attacked 
at some time or other as mere oligarchic facades). Really existing liberal democracy has therefore been 
constituted through and constructed upon the presumption that the underlying ‘society’ which is to be 
democratically governed is a national society, and that the democratic state by its very nature is (or should be) 
an expression of that national society if it is to be stable, effective and legitimate. If, however, the nation-state's 
role today is in the process of being fundamentally transformed and/or undermined by globalization, then we 


must radically reconceptualize both our normative and our empirical conceptions of what a ‘feasible’ 


democracy might consist of. We must ask whether even the minimal ‘liberal democracy’ of the 20th century— 
much less the 'social democracy’ which has been aspired to since the Great Transformation (Polanyi, 1944)— 
is realizable in a politically, socially and economically multilayered world characterized by 
internationalization, transnationalization and globalization. 

Globalization, too, is a deeply contested concept (Cerny, 1996a). Interestingly, the most extended and 
intensified image of globalization comes from the two main internationalist projects of the modern world, 
liberalism and Marxism. Globally-minded liberals and internationalist Marxists alike see the development of 
capitalism as leading to a single world marketplace in which capitalists make decisions according to their own 
socio-economic logic (whether in terms of the rationality of more efficient, self-regulating global markets, or in 
those of the overpowering race for capital accumulation). From this (double) perspective, states no longer 
retain much in the way of effective capacity to make significant economic policy decisions and are increasingly 
‘hollowed out' in terms of both substance and process. This image of globalization has a major rhetorical 
dimension too, with global discourse (‘globaloney’) providing both a reinforcement for the cultural hegemony 
of capitalism and an excuse for the Left to give up the fight for policy control at the level of the nation-state. 

This conception of globalization has been attacked on two fronts. In the first place, it has been argued 
that what is happening is not really globalization (ceding the use of the word to the so-called 'globalizers') but 
internationalization.? This label covers a range of linked propositions, ie. (a) that the very notion of the 'global' 
is ared herring and should be labelled as such, (b) that what appears to be globalization is actually a process 
essentially initiated and propelled by states (in terms of state actors and nationally-embedded non-state 
actors such as multinational—i.e., not genuinely transnational—corporations) and has no independently 
determining process or overriding historical/economic imperative behind it, (c) that the infrastructure of 
capitalism is still essentially rooted in the nation-state (‘endogenous growth theory’) through nationally- 
embedded systems of technological innovation and production (such as ‘architectures of supply') and 
political/sociological structures (economic interests and related political pressure groups), and (d) that the 
main 'site of resistance’ to globalization—and the most effective structural channel for pursuing collective 
social and political values and goals—is still the nation-state, and national democratic systems in particular 
(Boyer and Drache, 1996; Gills, 1996). 

The second attack has come from those who see globalization as an inherently complex and 


multilayered process of structural differentiation rather than as a homogenous one. From this perspective, the 


‘internationalization’' critique is also seen as creating a straw man, just as global liberals and Marxists have 
overstated the case for the dominance of so-called ‘quicksilver capital’ or of transnational capitalist elites 
respectively. Thus ‘globalization’ and 'internationalization' are not seen as mutually exclusive processes, but 
mutually reinforcing ones. Similarly, the state, while increasingly constrained in pursuing certain kinds of 
collective goods (macroeconomic management? social welfare? fiscal policy? money supply and exchange 
rate policy? trade and industrial policy?), also retains a range of roles which are fundamental to the growth of 
globalization itself, partly trading new functions for old (Cerny, 1995). In other words, both globalization and 
internationalization are linked dimensions of a multilayered process of structural change. 

For example, the state as a 'competition state’ plays a fundamental role in promoting globalization. 
However, this does not mean that, once the genie is out of the bottle, globalization is reversible, as some 
authors conclude. States may be irretrievably undermining their own autonomy and policy capacity in the 
search for global competitiveness (Cerny, 1997). Similarly, competition between nationally-rooted 
technological and productive systems may of course not only persist but actually reinforce certain unique 
structural characteristics of the state where they provide an ongoing competitive advantage (Zysman, 1996). 
But where they do not, key dimensions of convergence are likely to develop further, especially around market 
sectors characterized by relatively non-specific asset-based structures. And finally, the state paradoxically 
may even expand certain of its roles and functions, such as that of monitoring and enforcing market-based 
regulatory structures (e.g., the policing of insider trading rules) as an inherent part of the globalization 
process; indeed, formal sovereignty and the rule of law at the level of the state are increasingly taking on this 
global ‘enforcement function’ in important cases. 

In sum, we have to ask two questions. First, to what extent is democracy 'as we knowit' so embedded 
in the nation-state that we cannot transplant it into the kind of governance structures and processes 
characteristic of a complex ‘globalizing’ world? And second, to what extent is globalization itself essentially 
undemocratic? I believe that the answers to these questions are more troubling than generally realized. 
National liberal democratic systems are not transplantable (as Third World experience since the 1960s 
demonstrates), and the kind of world which is crystallizing through globalization is not only inherently less 
permeable to democratically-grounded values and conceptions of the public interest or collective good, but 
also less capable of generating the policy outcomes that people want. 


In putting this argument, I must admit that there are conceptions of democracy which are more 


favorable to the potentialities of globalization than the one I use here. If democracy is seen merely as pluralism 
and/or individual independence, then of course the complexities of globalization can certainly create myriad 
niches which may foster such diversity and autonomy. This is the argument for 'cosmopolitan democracy’ as 
developed most notably by David Held (1994), and may appeal to certain social movements such as feminism, 
transnational interest or cause associations and ethnic groups. However, the more that democracy is seen to 
link even a limited form of holistic or collective values, on the one hand, and with the provision of a range of 
collective goods which are unlikely to be provided privately, on the other, then the more that very 
diversification and differentiation would appear to undermine those values and erode the provision of those 
goods. How can we develop true ‘autonomy’ if we no longer have the institutionalized—public—means to 
provide collective goods, to counter the perpetuation of oligarchy and oligopoly, and to pursue a minimal kind 
of socio-economic equality in order that people can participate democratically in the first place? 
Democratic governance must therefore possess a significant element of collective accountability and 
authoritative (but not just repressive) policy capacity if it is to be democratic. In this sense, Western 
democracy—nation-state-based liberal democracy—only began to realize some of its democratic potential in 
the first half of the 20th century with the Great Transformation, ironically creating the conditions for 
globalization itself to erode those gains only a half-century later.* 
Il. The Nation-State and Embedded Democracy 
Democracy, then, may not be 'one and indivisble' in the Jacobin sense. But it does require that state actors 
possess a certain capacity for collective action through a centripetal institutional structure if it is to be any 
more than mere pluralism. There have only been three types of 'really existing democracy ' in the history of the 
world. The first two, village societies and city-states (most notably Athens) represent small-scale societies in 
which free-riding is relatively easily controlled—i.e., in which cultural norms are either self-evident (through 
homogeneous kinship and/or religious loyalities) or decided on through direct participation, and in which 
face-to-face contacts and closely-linked interpersonal networks are sufficient for most monitoring and 
sanctioning purposes. In larger societies, only modern nation-states have successfully adopted quasi- 
democratic institutional structures.Other large-scale institutional systems—traditional empires, feudal 
systems, city-leagues, agrarian bureaucracies, etc.—have not developed broadly democratic systems for a 
number of reasons.® | assert that the main reason for this gap is that such systems inherently lack the 


institutional capacity to link popular inputs with policy outputs in a clearly monitorable, effectively 


coordinated and systematically accountable structural mechanism. Nation-states (especially Western nation- 
states) only managed to achieve this kind of structural cohesion—after several centuries of uneven 
consolidation, trial-and-error and solidarizing international conflict/competition—through the adoption of 
systems of election and representation and the transformation of hierarchical repressive structures into quasi- 
‘rational’ Weberian bureaucracies subordinated to political officials and rules of the game. In a historical 
context characterized by multiple potential political and economic equilibria, nation-states—themselves a 
quasi-Darwinian 'random mutation’® in the wake of the collapse of European feudalism and the exhaustion of 
the wars of religion, and despite being 'suboptimal' structures in a range of ways which have been 
comprehensively catalogued over the centuries—emerged as the relatively least inefficient institutional 
framework for long-term contracting domestically and entering into credible commitments externally in a 
world of rapid and uneven economic, social and political change (Spruyt, 1994a and 1994b). 

There are two main aspects to this quasi-accidental, path-dependent 'fit' between nation-states and 
liberal democracy. The first is the former's multitasking institutional character; the second is the growing 
ability of state elites to pay, and the increasing capacity of newly desubsumed people (people alienated from 
traditional, extended family-based social substructures: see Laslett, 1970) to demand, significant side- 
payments. With regard to the multitasking or multifunctional character of the state, this was an 
accidental/evolutionary development stemming from the fact that European feudal society had thrown up 
increasingly wealthy and dominant dynastic families (cf. Tilly, 1975; Anderson, 1974; Holton, 1985). The 
heads of these 3-6 families, in asserting predatory control over their once-fellow feudal peers, began to claim a 
general, overarching grant of authority from God (divine right), patriarchal social structures (Fillmore),” 
and/or recently rediscovered principles of Greek political philosophy (monarchy) and Roman law (potestas) 
(Dyson, 1980). 

In competing with each other in an increasingly stalemated power balance in Europe—none was 
strong enough to win and establish an effective European Empire, but none was weak enough to be dislodged 
from their core territories (as recognized and embodied in the 1648 Treaty of Westphalia) —these monarchies 
took on an ever-wider set of tasks, roles and activities. Standing armies, taxation systems, the promotion of 
economic development where it was necessary for war or brought more wealth into the coffers of the state, 
the search for financial backing from holders of private or quasi-private capital, and the elaboration of 


administrative (bureaucratic and regulatory) structures necessary for overseeing and coordinating such 


activities—all increasingly became part of a state apparatus which revolved around the monarchy 
domestically and was made imperative for survival by the threat and reality of international war. The feudal 
system of entrenched privileges, status-based castes, fluid territorial frontiers, entailed property, competing 
institutions, overlapping jurisdictions and multiple loyalties was eroded, overwhelmed and co-opted into 
increasingly embedded nation-state political structures and loyalties.® 

Such centripetal state structures also penetrated deeper and deeper into society, fostering economic 
developments which uprooted sections of society from noble to serf from their status-bound situations and 
pushed and pulled them into contractual and class-based relations with each other as well as with other 
individuals and groups (Laslett, 1970). If ‘social contract’ is far too holistic a conception to impose on this 
system, it is not too much to say that, in contrast to feudal society, overlapping webs of negotiated (and 
renegotiated) contractual relationships were increasingly drawn into the orbit of the state and its legal, 
regulatory and developmental framework. The state claimed overall authority and responsibility for the 
wellbeing of the 'whole’, while that whole became increasingly pluralistic. 

In this context, side-payments became more and more necessary for the stability and continuity of the 
dominant actors and superstructures of states. Those side-payments at first were primarily demanded and 
made to both old and emerging elite groups, especially the nobility and the bourgeoisie, in contrasting national 
patterns (cf. Moore, 1967; Reddy, 1987). Indeed, the English Civil War resulted from the perceived 
insufficiency of side payments to sections of both groups in a context where the demand for such payments 
had been entrenched early (e.g., Magna Carta). Furthermore, as more mass groups became uprooted from 
their subsumed, generally rural status and came to be involved in various more contractual types of labour 
processes, side-payments had to be made to them too. What is interesting here is that the capacity of state 
elites to make such side-payments tended to increase over the long term because of the international 
expansion of the modern capitalist world-system, so that expectations of rising side-payments and resistance 
to reductions in such benefits could become entrenched in both popular and elite culture (i.e., in Benedict 
Anderson's 'imagined communities’ [1991]). Eventually, of course, such expectations merged into demands for 
popular democracy, and the history of social revolution and constitutional evolution of the 19th century was 
born. 

Nevertheless, just as financial markets tended to originate in demands from states for war loans, 


demands for democracy tended to originate in demands from states for war taxes, manpower, loyalty and the 


like. For loyalty to a state and/or a monarch could no longer be assumed in a world of encroaching contracts; 
it had to be legitimated. And if a monarch (or his or her ministers) claimed to be pursuing the common good of 
the people, and wanted the people to follow the crown to their deaths in the name of that very common good, 
then he or she faced a growing need to elicit some sort of quasi-voluntary acquiescence or consent. People had 
to be both inspired and bought off—and granting some sort of symbolic participatory privileges in the newly- 
centralized state itself, along with meeting increasing claims for civil rights (alternating with repression in 
many cases)—and the beginnings of a national state welfare function (paid for out of taxes on capitalist 
economic growth) was an increasingly efficient means of controlling free-riding. 

Liberal democracy as we know it, therefore—and the capacity for social democracy too (especially in 
the era of the Second Industrial Revolution, which generated industrial, labour and financial structures more 
congruent with expanded state administrative tasks and activities)—are therefore deeply embedded in the 
historical process of the emergence, consolidation and intensification of nation-state structures in the modern 
world order (on embeddedness, see Granovetter, 1985 and 1992). So the two central questions which must be 
asked next are (a) whether liberal democracy is so ‘locked-in’ to the nation-state (and the states system which 
provided much of the competitive drive for state development and expansion) that it would transplant with 
great difficulty to any ‘global’ order in which nation-states were seriously constrained, eroded and/or 
transformed in their functioning? and (b) whether the global order has the institutional capacity and 
appropriate structural shape to foster (provide the appropriate preconditions for) such a quantum democratic 
leap into the anarchic international realm? Or, on the contrary, whether the diversity of the multilayered 
global order is more akin to the limited arrangements of city leagues, the segmented substructures of 
traditional empires, and/or the oligarchic, overlapping and competing structures of feudal societies, and 
whether this means that the democratic chain of accountability, institutional capacity, effective outputs and 
legitimacy will be increasingly strained and eventually broken? 

Ill. Globalization and Corrosive Pressures on the Nation-State 

The nation-state can in some ways be said to be both a product of the 'global' system ofits era and the 
source of the dynamic drive for globalization. The long-term economic success of feudalism as a means of 
production, and of feudal social relations of production in nurturing that success, turned the local and regional 
societies of Europe into dynastic pre-capitalist societies which not only thrived on inter-state competition but 


extended that competition across the globe, creating conditions for capitalism at the global as well as at 
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national and local levels (cf. Cerny, 1990 and Kennedy, 1988, chapters 1-3, especially pp. 16-30). It may at first 
seem paradoxical, but the nation-state and the states system constituted the predominant institutional form 
which global governance took from late feudalism to recent capitalism. Indeed, in this context, liberal 
democracy became, in Lenin's words, 'the best shell for capitalism’, rescuing it from outright class struggle and 
resituating it within the democratic chain mentioned above. The nation-state's multitasking character and its 
capacity to make side-payments are the keys to the establishment and maintenance of that chain. But what 
happens when the nation-state, and the democratic chain, are eroded from above and below; when the tasks, 
roles and activities of the state (and therefore of state actors) are 'unbundled' or 'disarticulated'; and when its 
capacity to make side-payments is seriously constrained or even undermined? 

It is first necessary to ask whether and how globalization might be said to affect the economic, social 
and political environment within which states and state actors operate. Several factors and trends—what I 
have elsewhere called the main candidates for the role of 'independent variable’ (Cerny, 1997)—are usually 
seen to characterize the globalization process. Three of these are economic factors, and are particularly 
relevant to the process of economic globalization as it is widely perceived; they are often seen as inextricably 
intertwined with each other, and the priority amongst them is hotly debated. In the first place, there is the 
internationalization of markets. There are, of course, as many different kinds of market structures as there are 
industrial sectors, and some markets are more globalized than others. Globalized markets, in this sense, are 
markets where, broadly speaking, products are substitutable and widely traded; capital is mobile, not 
particularly site-specific, and will move to different locations should profits be higher (and secure); 
consumption patterns in different countries are not mutually exclusive, or are at least can be catered to by 
extending the product range; and prices are sensitive across borders and predominantly set in world (cross- 
border) markets. 

Second, economic globalization is often seen as being driven by new production techniques which are 
more flexible and therefore which can be tailored (if desired) to a range of different market structural 
conditions at the same time. Such techniques include ‘'hard' production processes, such as robotized 
production lines; variable geometry and ‘lean’ management techniques, such as organizing ‘just-in-time’ 
supply chains and subcontracting networks, as well as attempts to manipulate incentives in such a way as to 
reward ‘intrapreneurship'; active research and development processes tailored to short product cycles and 


rapid innovation; and flexible labour systems based on workers being moved from task to task, continual 
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deskilling and reskilling, short-term contracts and rapid movement from job to job (job insecurity), 
‘downsizing’ and part-time work. All of these so-called 'post-Fordist’ techniques (see Amin, 1994) are 
generally presented as necessary for operating in a wider international marketplace, although many 
economists disagree. 

The third economic factor is the development of new information and communications technology, 
and the impact that this is having not only on transforming industrial sectors from within, but also in shifting 
the balance of economic activities from manufacturing to services. In creating supply and demand fora huge 
new range of products, from media to hardware, the new technology is the most dynamic industrial sector in 
itself. But its impact is not of the technology alone, but in its spinoffs too. Financial services, for example, 
which form the backbone of any international market economy by setting the price of capital and by 
establishing the framework within which prices for other products are determined, increasingly involve pure 
information products and processes (Cerny, 1994). Flexible production could not work without complex 
computer networks for monitoring performance and specific applications like numerical machine tools for 
altering products and product mixes. In multiplying the productivity of capital, IT and telecommunications 
also alter the role of labour and require labour to be shifted between sectors (and/or made increasingly 
redundant). 

Economic globalization is highly uneven, but its potential application runs from highly non-specific, 
tradeable goods and assets at one end of the spectrum (e.g., textiles, tradeable financial assets) to international 
specific assets characterized by economies of scale and transactions cost savings structures which require 
firms to be organized multinationally through cross-border mergers, cartels, strategic alliances, etc. (e.g., 
commercial aircraft). The economic debate on the impact of these changes is extensive, and the divisions deep. 

‘Endogenous growth theory’ and its variants argues that national technological trajectories and patterns of 
corporate governance are so deeply embedded that the requirements of global market competition, 
production techniques and patterns of productivity, and the possibilities for adapting and utilizing new 
technologies are assimilated into national systems rather than creating some sort of global convergence (cf. 
Zysman, 1996; Pauly and Reich, 1997). 

However, globalization discourse runs deep not only among other economists (particularly neoliberal 
economists: contrast McKenzie and Lee, 1991, for a supply-side view and Reich, 1991, for a social liberal 


view) but also in business and industrial sectors which do have to compete across borders. National 
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differences may entrench certain patterns of competitive advantage and disadvantage (or make certain 
countries more likely to adapt successfully to global market conditions in certain sectors rather than others), 
but it is the interaction of these differences which creates a global economy. Thus differences may erode where 
they prove dysfunctional to profits over time. Awareness of national differences may affect the structure of, 
e.g., wage demand and expectations of change. And the new technology is also diffusing very quickly, both 
because of its asset characteristics and as a result of faster and more dense communications networks 
themselves. After all, competitive capitalism is based on an interplay of different products and prices, not 
merely uniformity, and economic globalization is newer more because of its speed and scale rather than 
because of its homogeneity (Douglas, 1996). 

While such changes may not undermine the legal sovereignty of the state as such, and indeed may 
reinforce that sovereignty in certain respects (see below) and increase the overall weight of state intervention, 
they are often seen to corrode and transform specific tasks, roles and activities of the state as they have 
evolved especially since the Great Transformation. The capacity of the state to provide collective goods and 
public services is under challenge from both Right and Left. Macroeconomic management ofa Keynesian type 
is more and more vulnerable to the growing mobility of capital, both at home and across borders. 
Mesoeconomic and microeconomic interventionism are increasingly shaped by the perceived imperatives of 
international competitiveness rather than for domestic welfare goals. The regulatory power and effectiveness 
of the state in a range of sectors is seen as eroding through regulatory arbitrage. And the growing complex 
cross-border linkages between firms, domestic socio-economic groups (and indeed between individuals as 
both producers and consumers) and transnational and transgovernmental interest groups and policy 
networks are widely seen to undermine the sense of overarching national identity and loyalty which has been 
the aim of political thinkers, leaders and movements of various ideological complexions in the modern era 
(these themes are treated at more length in Cerny, 1995). 

In this context, social and cultural changes, whether seen as independent variables or as deriving from 
the sort of economic changes listed above, are also challenging the discourse of the nation-state. Speed of 
information flows, image innovation, media transmission, etc., along with the fragmentation of post-modern 
culture and the growing salience of multicultural identity-formation, are creating a disorienting disarticulation 
of previously embedded cultures from both above (the ‘global village’ combined with the ‘clash of 


civilisations’) and below (e.g., ethnic sub-and-cross-nationalism, alientation of ghettoized minorities, etc.). 
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These different and interacting forms of social and cultural fragmentation are undermining overarching 
national identities based on the reconciliation of conflict and competition among contending groups and which 
have been the underpinning of widespread acceptance of democratic rules of the game. 

And finally, states themselves are deeply involved in the globalization process. State actors, in seeking 
to placate the domestic constituencies which can throw them out in democratic elections, are finding that 
sources of side-payments can only be expanded (or their shrinkage avoided) by promoting international 
competitiveness and the reduction of domestic insulation and decommodification. The 'competition state’, 
while often intervening more often and more systematically in social and economic affairs, does this in the 
name of market opening and commodification—for example, the growth of insider trading legislation and 
other enforcement mechanisms—rather than in the name of state autonomy. Policy instruments are 
dismantled and disarmed, strategic competences broken up through liberalization and privatization, state 
agencies either hived off or made more independent of central control, transgovernmental policy networks 
expanded, and institutional gatekeepers (such as central banks) set to enforce international market discipline 
on their own state apparatuses—thereby pluralizing, unbundling or disarticulating state tasks, roles and 
activities. 

IV. The Impact of Globalization on Democratic Governance 

The consequence of the confluence of all of these potentially independent variables actually 
overdetermines the evolution of governance structures away from their previous long-term trend which until 
recently had been evolving towards increasing embeddedness in the nation-state. However, this new process 
of structural change does not at the same time create new institutional capacities for rearticulating 
governance ata higher, global level of hierarchical organization (Lake, 1996). Rather, it creates a situation of 
splintered states and fragmented authority. It fosters the multiplication of unclear boundaries between both 
state and private sector responsibilities and capacities, on the one hand, and domestic and international 
decision-making networks, on the other. And it undermines not only the effectiveness of democratic 
governance but also that degree of confidence and trust—legitimacy, or 'system affect'9—which is required if 
democratic systems are to successfully convince people of the value and utility of democratic institutions and 
processes themselves, to mobilize them in participatory processes such as elections, and to make them feel 
secure in the belief that their voices are being heard. 


There are several dimensions of this impact. The first has been felt through the ‘fiscal crisis of the 
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state’ (O'Connor, 1973), or what has recently been termed ‘fiscal degradation’. It has been a long time since 
social democratic politicians in the 1960s could assert, as British Labour Member of Parliament Ian Mikardo 
did in 1966, that there was plenty of money out there to fulfil all of the Labour Party's traditional goals and 
pledges. Indeed, there are several reasons why there is no longer enough money out there to finance the tasks, 
roles and activities which governments took on during the years of the Great Transformation and the Long 
Boom. One is that—whether for reasons of comparative labour intensity, price or other rigidities, lack of 
responsiveness to potential competitive pressures, or built-in structural inflation—the costs of not merely 
expanding but even just maintaining state functions and structures began to outstrip the sources of taxation 
and other income after only two decades of the Long Boom itself. Whereas on the Left, the recognition of these 
crises seemed to portend a more radical political response, on the Right they tended to reinforce the 
traditional belief that the growing social and economic functions of the state were illegitimate, inefficient and 
counterproductive to begin with. The Phillips Curve was replaced in the public (or at least the elite) 
imagination by the Laffer Curve. 

The second dimension was that the Long Boom involved an expansion of international trade and 
financial flows which at first reinforced domestic economic management and the social democratic functions 
of the industrial and welfare state (through ‘embedded liberalism’ [Ruggie, 1983]) but quickly built up both 
political and market pressures for financial liberalization which rendered states increasingly vulnerable to 
international capital mobility (Helleiner, 1993). Whereas at the beginning of the 1960s, private international 
capital markets were highly restricted and the great majority of international capital flows were public flows, 
by the mid-1970s, following the breakdown of Bretton Woods, such private capital markets mushroomed and 
private have since overwhelmed both public reserves and publicly-sanctioned international capital flows. The 
insulation of national economies which was required for effective Keynesian management, indicative planning 
and the like was eroded from the outside as well as from the inside (Cerny, 1996b). 

And bringing these two levels together—the delegitimation of the national industrial and welfare state 
as the result of growing fiscal crises in particular countries and the undermining of the embedded liberal 
compromise in the international arena—was the growing perception that, as a result of the emergence of 
serious fiscal crises in a range of quite different countries, neoliberal ideological alternatives were becoming 
increasingly viable and desirable internationally as well as domestically. Such alternatives quickly came to 


dominate both domestic and international political discourse, leading people of all classes to vote for lower 
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taxes—and for some, those not only with mobile capital but also with looser national identities, to vote with 
their feet and take the 'exit' option. In this sense, the question of allotting specific rights and obligations to 
particular individuals (and legal 'persons' such as firms) becomes more complicated; the explicit association 
of democratic rights with a specific geographical entity is greatly weakened as those rights cannot be easily 
located in spatial terms. Some individuals and groups (but not others) can ‘arbitrage’ rights between different 
locations, searching out the best conditions for their own requirements, while avoiding obligations. The ability 
of governments equitably to provide welfare and public goods in general becomes less geographically 
controllable, undermining both the sense of citizenship and the notion of the public interest.1° 

As mentioned above, these changes impacted on a significant range of quite specific aspects of policy 
articulation, formulation and implementation. It is commonplace today to cite the Mundell-Fleming model, 
also called the 'Holy Trinity’, approach to state monetary policy capacity. This states that a government can 
have only two of the following three policy options: open borders to capital movements (the lack of capital 
controls); monetary policy autonomy; and exchange rate control. To have both monetary policy autonomy and 
exchange rate control, capital controls must be introduced and enforced. If capital controls are abandoned, as 
they were progressively over the course of the Long Boom, then governments would have to choose between 
exchange rate stability and monetary policy autonomy. With the collapse of the Bretton Woods system, states 
abandoned continuous control of exchange rates (although various episodic forays are continually being made 
to influence exchange rates, as they are so important for competitiveness) in the name of domestic 
monetarism.!! 

However, it is increasingly asserted that without capital controls, neither exchange rate control nor 
autonomous monetary policy can be maintained; the destabilization of one also destabilizes the other, and 
attempts at control in either area tend to undermine existing autonomy in the other. In any case, the desire to 
avoid the pitfalls of attempting to control either or both—and failing—has led to increased emphasis on anti- 
inflationary policy in general, requiring attempts to balance budgets at lower levels of taxation and impose a 
return to traditional, pre-Keynesian financial orthodoxy. The current recovery in the world economy and the 
long bull market in the major financial centres (with the striking exception of Japan) are thought to provide 
verification for the thesis that noninflationary growth can be self-sustaining, but the experience of the past 
twenty-five years is one of greater booms and deeper slumps. A bursting of the current bubble might well 


destabilize already volatile global financial markets, creating a vicious circle. Whether the present course is 
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sustainable remains to be seen, and—given the increased weight and autonomy of private international 
financial markets—future decisions on monetary as well as fiscal policy are likely to be outside the effective 
scope of national democratic control.12 

In addition to the reduction of national state (and therefore accountable democratic) control of fiscal 
and monetary policy, the regulatory capacity of states has been undermined throughout the world. 
International capital markets are increasingly self-regulating not only in terms of setting prices for money and 
capital but also in setting norms for the behaviour of financial firms and other market participants. Of course, 
the markets per se possess little in the way of autonomous enforcement mechanisms on free-riders beyond 
some sanctions trade associations may be able to apply to member firms. But states more and more take up 
the slack; their role as enforcers of market procedures and outcomes generated essentially by or on behalf of 
private firms, market institutions, etc.—the example of insider trading laws has already been mentioned—is 
rapidly expanding. But the liberalization of market rules (often misleadingly called 'deregulation') creates 
knock-on effects beyond borders and alters not only short-term international capital flows but also longer- 
term investment patterns. A process of regulatory arbitrage has developed in which market actors seek the 
most efficient markets with the highest returns. State regulatory systems in several sectors, but most notably 
finance, must converge towards the most liberal in order not to lose business (Cerny, 1993a; Aman, 1995; 
Liitz, 1996). 

It has also been argued that even state legal systems—the core framework of national sovereignty— 
are increasingly being bypassed, especially by the most internationally-linked firms and market actors. The 
changing nature of public/private relationships, accelerated and deepened by the crystallization of private 
sector interconnections across borders, is leading to the development of new legal approaches and procedures 
which are replacing what Held has called 'democratic public law' with negotiated private law, although this 
change is as yet embryonic and uneven. This process operates at two levels. At the level of the nation-state, it 
is leading to the emergence ofa 'new administrative law' embodying and embedding transnational and global 
dynamics at the heart of the state; and at the transnational level itself, private arbitration procedures involving 
multinational corporations and other private market actors are not only shoring up but often substituting for 
national-level dispute resolution and, indirectly, regulatory rulemaking processes (Aman, 1996). As such 
quasi-legal systems proliferate, governments not only will be undermined but also will be tempted to try to fill 


the growing gaps in their capacity to control and enforce the legal responsibilities of firms by resorting to such 
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means as extraterritorial legislation (Akbar, 1997). This in turn will create resistances and undermine state 
credibility and democratic accountability further, as recent disputes over the American Helms-Burton Act 
illustrate. 

A further type of impact of globalization on states involves a host of ad hoc international and 
transnational institutions and regimes that have been appearing for some time now, institutions and regimes 
which traditionally have been set up and/or backed by the authority of states (the seminal work is Krasner, 
1983). Nevertheless, observers in recent years have discerned a major trend towards the emergence of an 
increasing number of private regimes, or regimes in which the balance of authority and decision-making 
influence between public and private actors has been swinging in favor of the latter (Haufler, 1997; Filipovic, 
1994 and 1997). These developments have often been presented as a quasi-democratization of the 
international system through international and transnational cooperative mechanisms which are supposedly 
replacing realist anarchy with multilateral cooperation; however, they can also be seen as the extension at 
international level of the kind of oligarchic societal corporatism—the cartellization of interest groups—which 
has been such a focus of controversy in the study (and indeed, the practice too) of domestic politics since the 
Great Transformation. 

‘Capture theory’ is therefore no longer limited to domestic government agencies and quangos; it 
characterizes a process of quangoization of international structures and institutions too. International 
cooperation of this kind does not reflect the expansion of sovereign national democratic processes to the 
international/transnational level. Rather it indicates a further movement of the de facto level of decision- 
making away from effective democratic control and responsiveness—despite the fact that some transnational 
pressure groups have achieved limited successes in some issue-areas such as the environment. Although 
‘private interest governments’ have usually been seen to derive their effectiveness and authority from direct 
or indirect state acceptance, patronage and even delegation of state authority (Streeck and Schmitter, 1985), 
an increasingly dense web of transnational private interest governments is in the process of crystallizing. These 
include both formal and informal institutions which not only are not democratically responsive, but also 
generate outputs that reflect private interests rather than the public interest and which are able to operate 
without the need for state patronage or delegated authority. 

Finally, globalization erodes the capacity of the state to provide physical security. With the end of the 


Cold War, the lid has been blown off world conflict. With a few exceptions— exceptions which, I believe, prove 


18 


the rule—violence today is less and less the province of national governments and more and more the domain 
of ethnic groups, drugs cartels and mafias, mercenaries and private armies linked to firms and other sub-state 
or cross-national organizations. This is true not only in the Second and Third Worlds, but in the First World 
too, as private security firms increasingly supplement or replace public police forces, prisons, etc. Ina world in 
which anarchy is no longer confined to conflicts between states—and in which the state no longer holds an 
effective monopoly of legitimate violence at home—the fundamental bond of physical security and protection, 
which has legitimated nation-state structures in general and provided a bottom line for democratic legitimacy 
too, is continually eroding (Cerny, 1998c). 

V. What Next for Democratic Governance? 

Democracy is often presented as the preservation of the private rather than the pursuit of the public, 
but the effectiveness of the former depends on the capacity of accountable and effective democratic 
governance structures to maintain and reinforce the latter. In world history, besides Ancient Greece and some 
village societies reported by anthropologists, only the nation-state has established, institutionalized and 
developed this sort of democratic chain, albeit at one or two removes through representation and the 
competition of elites for the people's vote. To expect the kind of fragmented, disarticulated international and 
transnational governance structures which are emerging from the processes of globalization to maintain, 
expand or even defend the gains of really existing democracy is simply not credible. Even as democratic 
processes are ostensibly being extended in the Second and Third Worlds, their capacity is being both hollowed 
out in some ways and transformed into global enforcement structures in others. 

On the one hand, states today are increasingly bad at certain key tasks which are important for 
democratic responsiveness, accountability and effectiveness. These underperformed tasks include 
redistribution, regulation and the delivery of public services. Social neoliberals, for example the 'reinventing 
government’ school, try to make a virtue out of this: 'Governments should steer but not row’, say Osborne and 
Gaebler (1992). Of course, state capacity is being eroded at different rates in different sectors, and these 
different sectors are evolving distinct pubic, private and mixed governance structures—on multilayered 
domestic, global and transnational levels—which may or may not coincide with democratic norms and values. 
Essentially the power and capacity of the state is being eroded most rapidly and thoroughly where more 
mobile factors of capital can most easily 'exit' state jurisdiction in one way or another (cf. Reich, 1991 and 


Cerny, 1995). 
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On the other hand, states still remain relatively good at certain tasks, and some of those tasks may 
indeed be expanded and reinforced. State power remains strongest (or is being most effectively reconstituted) 
in issue-areas where more immobile factors of capital are concerned, especially large groups of people (e.g., 
labour); ordinary people have fewer of the resources necessary for exercising the 'exit' option. Basically, the 
state will still be left with providing those residual distributive public services that are not sufficiently 
profitable or altruistically motivating for transfer into the private sector. Minimal welfare states will of course 
have to be maintained; the absence of any public safety net would lead to social unrest and destabilization. 
Furthermore, older, more entrenched states still have something of a comparative advantage in providing 
identity and a sort of ersatz Gemeinschaft, but such ties are less compelling in newer states or latent and 
manifest non-states. However, the Gemeinschaft function too is being unevenly eroded by the postmodern 
fragmentation of national identities. 

Also, the state is still relatively good at prudential regulation and ex post facto enforcement of 
contracts, as well as the promotion of certain forms of competitive advantage in a more open world through 
limited industrial and trade policy measures (Thompson, 1996). In fact, however, what the state is best at— 
indeed, some would say, what the state has always been best at—is enforcing the norms generated and 
decisions made at the international and transnational levels!3 on domestic actors. As long as market outcomes, 
the transformation of production processes, technological innovation, socio-cultural globalization, and the 
marketization of the competition state combine to transform nation-state structures and processes—and in 
the absence of effective direct international ‘police powers’ and judicial/legal systems—state capacity in terms 
of enforcement will continue to grow, repressive state functions to expand and pro-market state intervention 
to increase. That process of enforcement, however, will increasingly involve norms, rules and decisions which 
will not in the first place have been arrived at by democratic procedures. 

So how are governance structures likely to evolve in this context, and what are the consequences for 
democracy likely to be? I foresee a range of possible scenarios situated along a scale running from ideal-type 
global hierarchy at one end, and ideal-type global chaotic anarchy at the other. In the middle of the scale is the 
‘rosy scenario’, the emergence of a relatively stable, quasi-pluralistic system, that I have elsewhere called 
‘plurilateralism' (Cerny, 1993b). In this case, whereas the 'democratic chain' characteristic of national state 
forms of democracy may be broken, there would be a strong possibility for the development of niches of 


autonomy in Held's sense to persist and even for pluralist norms of cosmopolitan democracy to emerge. 
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However, given the increasingly embedded character of transnational private interest governments and their 
oligopolistic control of resources, along with the continuing fragmentation of identities and institutions, I find 
this scenario less than credible. 

Towards the ‘hierarchy’ end of the scale, another scenario which I call 'sectoral hegemony’ can be 
situated. Sectoral hegemony is based on the notion that instead of a core state being 'hegemonic' in 
determining the rules of the game and in controlling free-riding (as is the case with realist versions of 
hegemonic stability theory in international relations), this function will fall to particularly autonomous and 
well-entrenched—newly embedded—economic institutions and processes. The two major candidates for 
sectoral 'hegemon' are the largest multinational corporations, engaged in transnational-scale production 
and/or strategic alliances, on the one hand, and global financial markets, on the other. But whereas the former 
are only likely to be dominant in their particular specialist sectors, financial markets and institutions are 
present in all sectors, setting the basic conditions as well as making concrete decisions which determine the 
price and distribution of capital—capital which constitutes the lifeblood and sinews of the international 
economy. To the extent that financial markets and institutions can organize an effective private regime across 
state boundaries, I suspect that they would be the best placed sector for exercising some sort of overarching 
coordination and control—governance—function. Not much room for democracy here. 

Towards the other end of the scale, however, that of chaotic anarchy, is another scenario which is 
rather more compelling. With nation-state-based democratic institutions and processes having been 
transformed into transmission belts and enforcement mechanisms for decisions arrived at in the wider global 
system, and with that system incapable of generating effective, authoritative, multifunctional coordination and 
control mechanisms—governance—the international system will be once again characterized by what, for 
want of a better term (although this one is most evocative metaphorically), is called neomedievalism. The 
characteristics of neomedievalism include: (a) competing institutions with overlapping jurisdictions (states, 
regimes, transgovernmental networks, private interest governments, etc.); (b) more fluid territorial 
boundaries (both within and across states; cf. Prki¢, 1997 and Kaplan, 1994); (c) contested property rights and 
legal boundaries (e.g., extraterritoriality); (d) a growing alienation between global innovation, communication 
and resource nodes (global cities) and disfavored, fragmented hinterlands; (e) increased inequalities and 
isolation of permanent sub-castes (the underclass); (f) multiple and/or fragmented loyalties (ethnic conflict 


and multiculturalism); and (g) the spread of what Alain Minc has called 'zones grises’, or geographical areas 
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and social contexts where the rule of law does not run (both localized ghettoes and international criminal 
activities). 

According to Minc, the medieval system—which, in its own terms, was a relatively successful one in 
political and economic terms over the longue durée, as I have already noted (Anderson, 1974b)—was not 
genuinely chaotic; but nor was it a stable, coherent order of the sort that could support a democratic chain. 
Rather, it was characterized by a durable disorder, a situation of relative (and increasing) entropy over the 
centuries as the underlying tensions in its economic and political substructures evolved into contradictions 
and crises. Of course, we now live in an era of increasing speed, global scale and the extremely rapid diffusion 
of information and of technological innovation. Perhaps such a durable disorder cannot endure all that long in 
the context of the 21st century. Perhaps it would have to evolve either towards postmodernistic fragmentation 
and breakdown, on the one hand, or towards increasingly hierarchical global governance, on the other. 

Only in the first of these three sub-scenarios, however—the 'rosy scenario'—would there be much 
hope for recreating the preconditions for reinstitutionalizing of the democratic chain, for a rearticulation of 
the multitasking character of authoritative institutions and for arenewed capacity of authoritative agents to 
make the kind of side-payments and engage in the kind of monitoring necessary to control free-riding and 
assimilate a huge range of alienated groups into such a society. Such an outcome seems highly unlikely. An 
extended phase of neomedievalism, punctuated by episodic structural mutations and the uneven maintenance 
of pockets of plurilateralism and elements of sectoral hegemony, seems the most likely scenario. In such a 
context, quasi-democratic, cosmopolitan niches may be found, as they were in some medieval cities. But really 
existing democracy, as we have known it especially during the more recent phases of evolution of the nation- 


state and the states system, will no longer function effectively in this world of fragmented globalization. 
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ENDNOTES 
1. Traditional democratic theorists frequently focus on one or another version of these two dimensions 
as constituting the core problematic of really existing liberal democracy; cf. Mayo (1960) and Sartori 
(1965). 
2. Of course, democracy also includes, for example, the protection of minorities, individual protection 


under the law, the ability for people to participate in decisionsCissues which are of a broad 
constitutional nature rather than outputs of state policymaking processes. Globalization is seen by 
some writers as potentially reducing the power of state apparatuses to limit or violate such norms, i.e. 
by increasing the possibilities for spontaneous social self-regulation. There is insufficient space to 
deal in depth with this issue here; however, I would still argue (along the lines applied later in this 
paper to policy issues) that these aspects of democracy also require some sort of overarching 
institutional umbrella for their realization and would be eroded by globalization. 


3. Hirst and Thompson (1996) develop the most comprehensive argument against using the concept of 
globalization, and for what they call 'inter-nationalization’ (with a hyphen); the notion of 
internationalization is used, but without the same sort of argumentative apparatus, in Keohane and 
Milner (1996). 


4, This is not to say that the democratic nation-state has ever genuinely approached the ideal type; 
ongoing debates on the role of elites, social class, racial divisions, gender inequalities, poverty and the 
like are proof that the reality always falls short. Furthermore, some of the trends which are here 
attributed to globalization have been discerned in earlier eras and attributed to internationalization, 
especially in the late 19th and early 20th centuries. (I am grateful to an anonymous reader for this 
journal for emphasising these points.) Nevertheless, as Polanyi (1944) argues, the new burst of state 
consolidation and expansion before and during the Second World War, entrenching a wider and 
deeper role for the state in the light of the failure of the 'self-regulating market’ and in response to 
demands from below for social justice, created a new situation of epochal proportions. Indeed, as 
Ruggie (1983) argues, this role was reconciled with internationalization after World War II through 
‘embedded liberalism’. Globalization, then, is necessarily a broader and deeper challenge to the state 
than 19th century internationalization precisely because the modern nation-state became a much 
denser and more embedded structure in the first half of the 20th. 


5. Of course, various mixed forms of governance have included uneven and generally circumscribed 
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10. 


11. 


12. 


13. 


democratic or quasi-democratic layers, niches, etc.Cfor example in the Holy Roman Empire, the post- 
feudal Hanseatic League, etc. 


Although it might be objected that social and political structures, as human constructions, are able in 
certain conditions to transcend purely Darwinian processes and effectively follow a Lamarckian 
evolutionary path. 


Sir Robert Filmer's Patriarcha, or the Natural Power of Kings (1680) is better known today as the 
target of John Locke's First Treatise of Government, 'The False Principles and Foundation of Sir Robert 
Filmer are Detected and Overthrown' (Locke, 1960 [first published 1698]). 


On the relevant characteristics of the medieval era and its application to understanding 
contemporary issues, see Minc (1993), Kaplan (1994), Cronin and Lepgold (1995) and Kobrin 
(1996); cf. Cerny (1998a). 


The way a political system can be taken for granted, in a 'rain-or-shine' fashion, has been called 
"system affect’ by Almond and Verba (1965). 


The issue of public goods is dealt with in more depth in Cerny (1998b). I am grateful to an 
anonymous reviewer for this journal for making the more general point about rights, obligations and 
welfare. 


An overview of debates on the impact of global finance and international capital mobility can be 
found in Cohen (1996) and Helleiner (1994). 


Whether regional arrangements such as the European Monetary Union can provide an effective 
alternative to state-level monetary control in the face of global financial markets is still open to 
question. In my view, the 'Euro' will just provide currency traders with a new and larger target to aim 
at; where national currencies were vulnerable because of their small size, the Euro may be harder to 
move but, once it has been forced to shift by the markets, the repercussions in terms of price 
volatility and market instability may be far greater. 


Or the global level, as I prefer to use the word ‘global’ to mean the level at which the processes and 
practices of both internationalization and transnationalization intersect and interact. 
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